PRIVATE CONTRACTING AND OPT-OUT
Physicians and non-physician providers have not always been content with the Medicare Program' s Part B payment policies and administrative procedures. The Medicare fee schedule (MFS) enacted in 1992 has reallocated physicians' income resulting in income reductions for some specialties. More recently, the negative overall updates to the MFS due to the link between the sustainable growth rate factor and growth in the GDP has reduced Part B payments to all specialty groups. Policymakers and advocates feared that providers who faced revenue cuts to changes in Part B payment policies would cut back on services to Medicare beneficiaries by simply telling Medicare beneficiaries that their practices were not accepting new patients. If sufficiently numerous, providers who were discontent with Medicare payment policies and cut back on treating Medicare patients could potentially create access problems for Medicare beneficiaries.
In response to congressional concern regarding reduction in access to Medicare physician services and proposed legislation by Senator Kyl in 1997, the eventual compromise between the Clinton Administration and Congress, represented in section 4507 of the 1997 BBA, allows physicians and other selected providers of Part B services to opt-out of the Medicare Program and establish, in writing, private contracts with Medicare beneficiaries for all covered Part B services except those ser vices provided for emergency and urgent care. Not all providers may opt out. Private contracting was only authorized for physicians, osteopaths, and selected nonphysician providers (clinical, psychologists, clinical social workers, physician assistants, nurse practitioners, clinical nurse specialists, certified registered nurse anesthetists, certified nurse midwives) in the 1997 BBA. The Medicare Prescription Drug Improvement, and Modernization Act of 2003 (MMA) extended private contracting to podiatrists, dentists, and optometrists effective December 2003.
Under these private contracts, beneficiaries are liable for payment of the costs of care provided and could not bill Medicare. Providers sending opt-out affidavits to their Part B claims carriers would be prohibited from billing Medicare for services provided to program beneficiaries or receiving payment linked to Medicare health maintenance organization (HMO) capitation payments for 2 years after the effective date of opt-out on the affidavit. Providers opting-out of Medicare, however, may order ser vices for Medicare patients to be delivered by providers who have not opted-out.
The congressional debate on private contracting was posed in terms of the following issues: beneficiary access, freedom of beneficiaries to choose their physician and supplement payment with personal funds, and patient privacy. The debate surrounding these concerns is described by Hoff (1998) . His presentation of these issues with anecdotal illustrations, however, points to a common antecedent, refusal to treat new Medicare patients. He argues that refusal of Medicare patients occurs because of payment inadequacy and the perception of onerous, overzealously enforced administrative requirements. Hoff presents several examples where, he argues, Medicare Part B payment policies may be flawed and misdirected. However, many of the issues he raises date back to the beginning of the Medicare Program. Results of physician sur veys by the Physician Payment Review Commission (1997) and the MedPAC (Schoenman and Chang, 1999; Schoenman and Feldman, 2003) indicate that physicians have been displeased with low fees, excessively stringent documentation, coding requirements, and administrative red tape in fee-for-service (FFS) Medicare. However, most physicians have not refused to treat new Medicare patients or limit the percentage of Medicare patients seen. Indeed, physicians indicated far greater displeasure with capitated managed care providers regarding these issues than Medicare (Schoenman and Chang, 1999; Schoenman and Feldman, 2003) .
Some of the concerns raised by Hoff may very well be related to increased efforts to control Medicare fraud and abuse, and increased prosecution of health care fraud by the Department of Justice. The nationwide expansion of Project Restore Trust in 1997 and the review of physician billing for Medicare services as part of the Physicians at Teaching Hospitals has made the possibility of an audit a real risk for providers that are either engaged in fraud or careless in documentation. Prior to these efforts, few Medicare Program resources were devoted to fraud and abuse control, and audits of Medicare provider records were infrequent.
The overall effect that private contracting was expected to have on beneficiary access is not clear. The economically rational expectation would be that Medicare beneficiaries would quickly leave physicians and other providers who have chosen private contracting. Nevertheless, some beneficiaries may feel that they must sign private contracts to continue care with their current provider. A previous study of differences in physician costs and physician choice among Medicare beneficiaries suggests that Medicare beneficiaries are generally reluctant to switch physicians, even when clear economic incentives appear to promote switching (Rice, Nelson, and Colby, 1992) . Their study, however, only examined Medicare beneficiaries switching from non-participating to Medicare participating providers that involves a relatively small actual change in out-of-pocket payments.
Although much of the legislative debate concerning Medicare private contracting has been couched in terms of beneficiary issues, the impetus behind it is more plausibly from providers disaffected from Medicare and the direction of recent Medicare policy changes.
PROVIDER STATUS
Physicians' (and other providers') activity in Medicare has been intertwined with Part B payment policy throughout the history of the program. When the Medicare Program began, Part B services were paid allowed charges. As an incentive to provide care to Medicare beneficiaries, providers were also permitted to charge more than the Medicare allowed amount with beneficiaries being liable for charges above this amount (balance billing). While payment for Medicare Part B services has been made under a resource-based relative value (RBRVS) fee schedule since 1992, this option is still available to Medicare providers under certain conditions.
Providers under Medicare can choose to submit claims for patients and accept the Medicare allowed amount as payment in full (i.e., accept assignment). Alternatively, physicians can refuse assignment on claims and bill the patient the full charge of services. The patient is reimbursed the Medicare allowed amount minus copayment. Providers may choose on a claim-byclaim basis to accept assignment unless they are Medicare participating providers who accept assignment on all Medicare Part B claims. This was done to allow access to top line services priced above Medicare payment rates (Colby et al., 1995) , to avoid the appearance of creating fixed fees for physicians, and to ensure that beneficiaries would maintain access to physician services.
Previous studies have indicated that physicians who charged more for office visits were more likely to not accept assignment and balance bill Medicare beneficiaries (Paringer, 1980; Mitchell and Cromwell, 1982; Rice and McCall, 1983; Rodgers and Musacchio, 1983; Mitchell, Rosenbach, and Cromwell, 1988) . Balance billing has been more prevalent in rural areas, but less prevalent in areas with large poverty populations (Physician Payment Review Commission, 1993) . This reflects the prohibition against balance billing Medicare-Medicaid dually eligible beneficiaries in effect since the beginning of the Medicare Program.
Use of balance billing varies across physician specialties (Centers for Medicare & Medicaid Services, 2003) . Balance bills from radiologists and gynecologists are noticeably higher per patient than the average balance bill. While Colby et al. (1995) found a clear difference across specialty groups in balance billing incidence, interspecialty variation in balance billing had decreased substantially in 1999 (Centers for Medicare & Medicaid Services, 2003) .
Most providers, however, have chosen to accept assignment and have Medicare pay them directly. As of 1984, physicians and other providers can become a Medicare participating provider and accept assignment on all Part B claims. Physicians who become participating providers receive several benefits. MFS payments are 5 percent higher for participating providers. Participating providers have their names included in the Medicare Participating Physician/Supplier Directory and have expedited processing of electronic claims. As with balance billing, participating provider rates vary by specialty with psychiatrists, anesthesiologists, and general practice physicians having the lowest participation rates among specialty groups (Physician Payment Review Commission, 1993) .
In 1990, 80 percent of allowed charges were for assigned claims and 44 percent of physicians were participating providers (Physician Payment Review Commission, 1993 Services, 2002) . Limiting charge rules effectively control cost sharing for balance bills since providers can be required to refund overcharges. Although more providers during the last 15 years took assignment on their billing, a small group of providers chose not to take assignment. These providers retained the option to decide their fee amounts and whether to accept assignment, although at the cost of reduced fees.
WHY PROVIDERS MAY OPT-OUT
The previous discussion suggests several possible reasons why physicians and other providers might opt-out of Medicare. Opting out may be a response to specialtyspecific reductions in income due to cuts in the MFS. In this case, opting-out is a direct response to policy changes that should be experienced quickly. Research on MFS impacts, however, indicates that physicians have generally increased patient volume to maintain revenue in response to MFS cuts (Nguyen and Derrick, 1997; Zuckerman, Norton, and Verilli, 1998) . Thus, cuts in the MFS would need to be very substantial in any one year to change physicians' responses. At any rate, MFS changes from 1997 to 2000 appear to have increased rather than decreased physicians' Medicare volumes in the aggregate.
Physicians and other providers may also choose to opt-out in response to historical patterns of fee limitations for their specialty groups, problems with administrative procedures, balance billing limits, and claims denials. This group would include providers who wish to be price setters who can charge fees without limits via unrestricted balance billing and providers who work in small solo practice settings. The latter group may prefer to avoid all but the most necessary paperwork and, thus, bill all patients directly and avoid interface with government and private insurance payers.
Provider opt-out may also be a reaction to changes in Medicare. Some providers may feel that the greater regulatory control imposed by the MFS, administrative reforms such as stricter limits on nonassigned claims, and increased efforts toward control of fraud and abuse in Medicare (i.e., more stringent review of claim coding accuracy, review of patient medical records, increased fines and prosecution) represents excessive Federal Government involvement in the practice of medicine. Some providers may wish to provide non-traditional services (e.g. holistic therapies) or extended preventive, case management and on call services (e.g. concierge or boutique practices) that are not covered by Medicare and may require providers to fill out an advance beneficiary notice 1 for each visit. Some providers may simply wish full payment at the time of service to avoid spending time with insurance paperwork and cash-flow uncertainty.
Although data for physician activity under private contracts are not available, with currently available data one can observe whether providers who opt-out are concentrated within specialty groups or States, and any differences in practice characteristics and billing patterns when compared with providers remaining in Medicare. Examination of small-area location patterns and past service use by beneficiaries treated by providers who have opted-out can provide information regarding the effect of private contracting on Medicare beneficiaries' access to Part B services.
DATA
While Medicare data cannot be used to directly examine the activities of private contracting providers after opt-out, Medicare data can provide some information concerning demographic and geographic characteristics of these providers and their Part B service provision prior to opt-out. The provider data recorded in the mandated opt-out affidavits are reported to CMS in standardized reports from Part B carriers and are used to create the Opt-Out Provider File. This file contains data for the 2,839 physicians who opted-out of Medicare from January 1, 1998 to December 12, 2002. These data are merged with two CMS provider data files. The first of these is the Medicare Provider Identifier and Eligibility Registry File that contains the unique physician identifier number (UPIN), demographic, specialty, and program information for all U.S. physicians and other providers who bill Medicare for Part B services. The second data source is the Medicare 1997 Provider Summary File. This file contains aggregated total billing data for providers who billed Medicare during calendar year (CY) 1997. These data are used to describe demographic characteristics and billing patterns for opt-out and non-opt-out providers.
This article also examines the amount and type of care received by Medicare beneficiaries from opt-out providers in the year prior to opt-out and the Medicare services received by these beneficiaries from active Medicare providers in the year after opt-out. The providers who opted-out of Medicare during CY 1998 (1998 provider cohort) were identified from the opt-out provider file and a UPIN finder file was created to extract all Part B physician/supplier claims for these physicians for the 12-month period prior to opt-out. Claims for 33,245 beneficiaries were extracted and a health insurance claim finder file was created. All Medicare claims for services performed by non-optout providers for the same 12-month period were then extracted and all Medicare claims for this beneficiary group for the 12 months after opt-out were extracted. Beneficiaries who died, were HMO members, or were not eligible for Part B services during the study period were dropped from the study cohort and 27,203 Medicare beneficiaries remained in the 1998 analysis cohort. A similar file for physicians who had opted-out of Medicare during CY 1999 was also created. (The analysis of these data is not included in this article and is available on request from the author.)
PROVIDER OPT-OUT TRENDS
From 1998 to 2002, 2,839 physicians, clinical psychologists, and other providers chose to opt-out. This represents 0.42 percent of the physicians and other providers eligible to opt out under the 1997 BBA. This low percentage may reflect the limited knowledge among physicians concerning opting-out, as MedPAC's 1999 physician survey indicated (Schoenman and Chang, 1999) . Figure 1 shows the total number of providers optingout by year, along with the cumulative total of providers opting out. Growth in the ranks of providers electing private contracting has been uneven over time. These data indicate that the greatest number of opt-outs (721) occurred during 2002 surpassing the 710 providers who opted out during 1998, the first year of the provision.
As shown in Table 1 , providers who have opted-out of Medicare are slightly older than those remaining in the program and have slightly more practice settings than non-opt-out providers. Nearly 3 percent of opt-out providers have no active Medicare practice settings. These providers are often retired or hospital-based teaching faculty or specialists who normally do not treat Medicare beneficiaries (e.g., pediatricians, child psychologists).
The most striking differences between these two groups are that opt-out providers are far more likely to be in solo practice (71.6 percent) than providers remaining in the Medicare Program (45.7 percent) and while 81.3 percent of providers remaining in the Medicare Program are participating providers, only 30.5 percent of opt-out providers are Medicare participating providers. This reflects, in part, the specialty composition of the opt-out provider group. These differences reflect dissimilarities in specialty group composition and practice volume between opt-out providers and providers remaining in the Medicare Program. Table 2 shows the distribution of opt-out providers across States. New York has the greatest number of opt-out providers (475), followed by California (363), and Texas (166). A comparison of the distributions of opt-out providers to all active providers shows that the distribution of opt-out providers generally reflects the distribution of the U.S. medical care provider population. Also shown in Table 2 is the percent of opt-out providers among all active providers eligible to private contract within the State. Alaska has the highest percent of active providers opt-out (2.5 percent). The percentage of opt-out providers did not exceed 1 percent in any other State. In New York and California, the States with the largest number of opt-outs, opt-out providers represent only 0.84 and 0.52 percent of active providers in these States, respectively. Some of the differences described here reflect variation in the distribution of physician/provider specialties across optout and non-opt-out provider groups. Previous studies have indicated that provider participation in Medicare varies by specialty group (Gillis, Lee, and Wilke, 1992) . Because of this, disaggregated data for two specialty groups, psychiatrists and primary care physicians (general and family practice and internal medicine) will be examined. Table 3 shows the (1) distribution of optout and active providers by specialty, (2) the number and percent of opt-outs by specialty, and (3) the number and percent of active providers in specialties eligible to private contract. Also shown in Table 3 are the percent of opt-outs among eligible active providers. Psychiatr y was the largest specialty group to opt-out, representing 31.1 percent of all opt-outs, and had the highest percent of a major specialty group opt out (2.5 percent). Nearly 43 percent of opt-outs providers were in specialties providing psychiatric care. However, the within specialty opt-out rates for clinical psychologists and clinical social workers are far lower than those for psychiatrists.
SPECIALTY GROUP VARIATION
Primary care physicians (general practice, family practice, internal medicine) accounted for over 25 percent of all optouts. Other specialties with a disproportionate number of opt-outs are obstetrics/gynecology, dermatology, and plastic Table 4 compares characteristics of optout and non-opt-out providers for two specialties: psychiatrists (including neuropsychiatry) and primary care physicians (general practice, family practice, and internal medicine). These analyses show the differences between opt-out and non-opt-out providers within specialty.
For psychiatrists, 2.6 percent of opt-out providers were inactive providers. Many of the inactive psychiatrists may have been either in a hospital-based practice or in a specialized practice (e.g., child psychology, substance abuse) where the likelihood of treating Medicare patients was low. Opt-out psychiatrists had fewer practice sites than psychiatrists remaining in the Medicare Program. While psychiatrists are more likely to be in solo practice and less likely to be participating providers than other providers, only 13.5 percent of optout psychiatrists were participating providers and 88.5 percent of opt-out psychiatrists were in solo practice. In contrast, 70.8 percent of non-opt-out psychiatrists were participating providers and only 57.5 percent are in solo practice.
For primary care physicians, 3.2 percent of opt-outs were inactive providers. Opt-out primary care physicians also are more likely to be in solo practice than primary care physicians remaining in the program. Only 35.3 percent of primary care physicians opting out are participating providers compared to 77.5 percent of primary care physicians who did not opt out. Table 5 shows data on billing patterns of opt-out and non-opt-out providers for those providers billing Medicare in 1997. These data show that opt-out providers, as a group, were responsible for a minuscule percentage of total submitted Medicare claims (0.17 percent) and total allowed charges (0.15 percent) during 1997. Individually, opt-out providers submitted fewer claims for a smaller average annual amount than providers remaining in the Medicare Program. Although providers who did not opt out submitted nearly 93 percent of claims and 94 percent of charges as participating providers, opt-out providers submitted only 66.3 percent of their Medicare claims and 72.0 percent of their Medicare charges as participating providers. They were far more likely to submit non-assigned claims than other providers. On average, opt-out providers submitted over one-third as many claims (643) as other providers (1,732). Average annual allowed charges per provider for opt-out providers were $27,932. This was only about 32 percent as great as those of non-opt-out providers ($86,495 likely to submit non-assigned claims than non-opt-out psychiatrists. They also submitted far fewer claims for fewer dollars than other psychiatrists. Primar y care physicians submit more claims for lower average amounts than the average Medicare provider. Those who opted out of Medicare were far more likely to submit non-assigned claims than other providers. Opt-out primary care physicians submitted far fewer claims for fewer dollars than other providers.
BILLING PATTERNS

GEOGRAPHIC VARIATION IN SUPPLY
In order to determine if any small areas were adversely impacted by providers opting out of Medicare, the percentage of optout providers was examined by three-digit ZIP Code areas for all providers. Table 6 shows the 15 ZIP Code areas with the highest percentages of opt-out to total active providers. Relatively few small areas were disproportionately affected by providers opting out of Medicare. Only five areas had more than 3 percent of local physicians/ providers opt out. Some of the areas have small populations and additional losses of Medicare providers either through opting out, moving, retirement, or death could potentially create a health care provider shortage. In these 15 areas, rates of opting out would have to be significantly higher to affect beneficiary access.
Since the vast majority of local areas had negligible numbers of providers opt out, access problems that may occur in these areas may be due to factors other than optout-induced changes in provider supply. It does not appear likely, even in the 15 areas identified in Table 6 , that any Medicare beneficiaries were limited to seeking treatment from providers who had opted out because there were no other available providers in the area. Although the Seattle, Washington area has been identified as having the lowest percent of physicians (55 percent) willing to accept all new Medicare patients in 12 study areas (Trude and Ginsburg, 2002) , providers electing private contracting were less than 2 percent of active physicians.
There is a possibility that provider optout may lower use of Part B services in other ways. For example, the process of changing providers may not be smooth for all Medicare beneficiaries, which may Table 6 Highest Percentages of Opt-Out to Total Active Providers, by ZIP Code Areas: 1997 result in beneficiaries not seeking medical care (even from other providers) because their regular provider has opted out.
BENEFICIARY DEMOGRAPHICS
In the 12 months prior to opt-out, 27,203 beneficiaries were seen by providers in the 1998 opt-out cohort (Table 7) . Only 502 beneficiaries (1.8 percent) had no claims for services from non-opt-out providers during the 12-month period prior to optout. Thus, this small group received all Medicare services from providers who chose to private contract in 1998. In the 12 months after the 1998 cohort opted out, only 619 beneficiaries (2.3 percent) received no covered services from active Medicare (non-opt-out) providers. These beneficiaries may have remained with their past providers and were treated under private contract. Alternatively, this group may not have required Medicare services during 1998.
Fifty Two percent of beneficiaries seen in 1997 by opt-out providers in the 1998 cohort were from age 65 to 74 (n=14,146), while beneficiaries between age 75 to 84 were 30.1 percent of the study cohort (n=8,194). Beneficiaries age 85 or over comprised 7.0 percent of the study cohort (n=1,897). Non-elderly beneficiaries (age 64 or under) were 10.9 percent of the study cohort (n=2,966). When compared to the Services, 2002) , 94.9 percent of beneficiaries treated by opt-out providers in the 1998 cohort were white persons. Of the beneficiaries treated, 2.5 percent were black, 0.8 percent were Hispanic, 0.3 percent were Asian, 0.1 percent were Native Americans, and 1.4 percent were from other backgrounds. Beneficiaries from these racial groups were less likely to be treated by a provider who chose to private contract in 1998.
Ser vices Provided
Opt-out providers delivered 193,706 services to these beneficiaries prior to optingout (Table 7) . However, opt-out providers were not the only providers of Medicare Part B services to these beneficiaries. Nonopt-out providers provided 1,909,286 services to these beneficiaries during this period. Thus, opt-out providers provided only 9.2 percent of all Medicare services to this beneficiary cohort in the year prior to opt-out. After these providers had optedout, providers remaining active in Medicare provided 1,908,873 covered services to this cohort of Medicare beneficiaries. Although total Medicare covered services declined by 9.2 percent during the 12 months after providers opted-out, the Medicare beneficiaries that saw opt-out providers in 1997 were able to obtain care from providers who remained active in Medicare in 1998, many of whom may have treated these Medicare beneficiaries during the previous year. Again, some of the drop off observed may be because no Part B services were needed during this period.
As shown in Table 7 , non-elderly beneficiaries showed the highest percent of drop off in Medicare service use after provider opt-out in 1998. Beneficiaries in this cohort (age 85 or over) actually had an increase in Medicare Part B services during this period. Although the drop off in services used was higher for females, there is probably not a significant difference by sex. While drop off in Part B service use by white persons differed little from the overall trend, large percent increases were noted for black persons and Hispanics and a large percent decrease for Asians. While Part B service use by black persons in this group was not affected by the introduction of private contracting, the small number of beneficiaries in the other non-white groups limits the conclusions one can draw concerning any observed changes in Part B service use.
In the 12 months after opt-out (Table 7) , services to beneficiaries served in 1997 by opt-out providers delivered by psychiatrists, general practice physicians, family practice physicians, obstetricians/gynecologists, dermatologists, plastic/reconstructive surgeons, and anesthesiologists declined sharply. In contrast, ser vices delivered by clinical psychologists, licensed clinical social workers and internal medicine specialists showed little drop off and cardiologists show an increase in services delivered. This reflects the differences in specialty private contracting rates (Table 3) and may indicate that some beneficiaries may have chosen to enter into private contracts with psychiatrists, general practice physicians, and plastic/reconstructive surgeons who they received care from during 1997. One caution to be noted is that changes observed in billed services from year to year may reflect changes in billing patterns (e.g., unbundling of services) between 1997 and 1998. As such, annual changes in number of services are likely to exhibit greater change than covered charges from year to year.
MEDICARE COVERED CHARGES
Covered charges for Medicare services provided by opt-out providers totaled $7,003,370 (Table 8 ). In comparison, covered charges for services provided by nonopt-out physicians totaled $59,440,497. Covered charges for services provided by opt-out physicians represented only 10.5 percent of total Medicare covered charges for services provided to these beneficiaries. In the year after opt-out, Medicare covered charges totaled $64,110,532, representing a drop-off of 3.5 percent. Non- elderly beneficiaries were the only age group for which a major drop off in covered charges (11.2 percent) was noted.
Although the drop-off in covered charges for females was higher than for males, neither change differs very much from the overall decline in covered charges during this period. Medicare covered charges for black persons, Hispanics, and Native Americans increased from 7.8 to 9.3 percent while covered charges for Asians declined by 13.6 percent. Again, except for black persons, the number of beneficiaries in the remaining groups is small and inferences concerning change in service use should be made with caution.
As shown in Table 8 , large decreases in covered charges after opt-out were noted for care from psychiatrists, general practice physicians, and plastic surgeons. Some substitution across specialties may be occurring. Licensed clinical social workers may be substituting for psychiatrists, internists for general practice physicians, and dermatologists for plastic/reconstructive surgeons. This may also account for the unusually large increase in covered charges for dermatologists during this period.
DISCUSSION
Despite the many anecdotal reports of widespread discontent and dissatisfaction with Medicare payment rules and administrative procedures among physicians and other providers paid under the Medicare Part B RBRVS, very few providers found private contracting attractive. Although private contracting can be considered a method for boycotting the Medicare Program (Hirschman, 1970) , providers who have opted-out represent a very small percentage of active eligible providers nationally as well as within States and three-digit ZIP Code areas. These providers tended to have small-scale practices and were not the major source of Medicare services for beneficiaries affected by providers choosing private contracting. Indeed, it appears that many beneficiaries chose to obtain care under Medicare from other providers after the providers that they were receiving care from elected to opt-out of Medicare. Thus, the impact of private contracting on access to Medicare Part B ser vices is ver y small, and it appears unlikely that opt-out providers were the only available source of needed care. Private contracting also appears to have had minimal impact on Medicare Part B service use by minorities and beneficiaries age 85 years or over.
Providers who opted-out of Medicare are very different from providers remaining in Medicare with respect to specialty, practice characteristics, and Medicare Program activity. Providers who opted-out are primarily drawn from a small number of specialty groups. Even when compared only to active providers within their specialty, providers who opted out of Medicare stood out as markedly different. These providers are much less likely to have been Medicare participating providers, are more likely to be in solo practice, and have markedly fewer Medicare billings for fewer allowed charges than providers remaining active in Medicare. One can suggest that these providers have less of a reason to remain affiliated with the Medicare Program.
These data imply that many physicians and other providers treat Medicare patients despite serious specialty-specific MFS payment policy concerns or other economic incentives that may appear to make private contracting attractive. Providers who have opted-out of Medicare appear to have little incentive for interaction with the Medicare Program and, thus, may be viewed as peripheral to the program. They often are from specialties with longstanding differences with Medicare physician payment policy and have consistently chosen to buffer themselves from the impact of changes in Medicare payment policy by maintaining low participating provider rates.
The specialty groups with the highest numbers of opt-out providers, however, were not major losers affected by Medicare physician fee schedule cuts from 1994 to 2000. Rather, these specialty groups have had lower than average assignment and participating provider rates throughout the history of the program. Concern with medical record documentation requirements, oversight and enforcement, and audits of physicians by the Department of Justice for Medicare fraud may be a valid concern, but is clearly not the major reason why providers optedout as these results indicate. Further monitoring will, of course, be necessary to determine changes in the number and type of providers opting-out of Medicare in future years, especially since the 2002 to 2004 reductions in payment levels.
